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ANNUAL REPORT 1970 


HIGHLIGHTS 


FINANCIAL 
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OPERATING 


Crude oil transmission 
Average daily pipe line deliveries 
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Oil and Gas production 
In equivalent daily barrels at year end . 
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$11,930,000 
7,341,000 
4.38 
2,831,000 
1.67 


153,560 
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REPORT TO THE 
SHAREHOLDERS: 


On November 30, 1970 your Company completed 
16 years of operation and the Directors take pleasure 
in submitting the annual report covering the results of 
the year 1970. 


Financial 


Due to an increase in demand for crude oil, pipe 
line revenues were up substantial Total operating 
revenue in the year was $11,930,000, a 17.5% increase 
from 1969 when revenues were $10,146,000. This 
increase was brought about by a 19% increase in pipe 
line throughputs and a 10% increase in oil and gas 
production. 

Operating expenses, including exploration, non- 
productive drilling and abandonments, increased from 
$3,215,000 in 1969 to $4,169,000 in the year ending 
November 30, 1970. This increase is attributed to cost 
of temporary booster pumps for pipe line operations 
and increased exploration, drilling and production 


expenses. 

Earnings per common share after provision for 
dividends on preferred shayes were $1.67; this com- 
pares with $1.48 ms for 1969. No current 
income taxes are payable as sufficient oil and gas 
exploration and development expenditures were in- 


curred in this year and prior years to offset current 
income. 


Pipe Line Operations 


Increased demand for crude, oil resulted in an in- 
crease in throughputs from 130,590 barrels per day 
in 1969 to 153,560 barrels per day in 1970. In Dec- 
ember of 1969 our main line capacity was 150,000 
barrels per day and additional pumping capacity was 
required for projected higher throughputs in the early 
months of 1970. This situation was rectified by modi- 
fications to existing pumping units and the addition of 
two 700 h.p. diesel powered temporary booster pumps 
at the Calmar Booster Station. With the additional 
temporary capacity we were able to meet the higher 
demand and shipped a maximum of 169,700 barrels 
per day in the month of February, 1970. In order to 
provide permanent standby capacity 26 miles of 16” 
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diameter loop was constructed in September of 1970, 


which increased our main line capacity to 185,000 
barrels per day. Following the construction of this loop 
the temporary pumping operation was discontinued. 


Total pipe line additions amounted to 50 miles. In 
addition to the 26 miles of main line loop, 17 miles of 
3” line were constructed early in 1970 to connect the 
Nordegg gas plant and an additional 7 miles of 4” and 
6” laterals were added to connect 4 new field batteries 
in the Pembina and Willesden Green fields. 


PIPE LINE RECEIPTS 
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PIPE LINE FACILITIES 
mum Company Facilities 


88ae8e68 1970 Construction 


@) Pump Station 
O Booster Station 
| Gas Plant 
meme Connected Carrier i 
SYSTEM FACILITIES 
Oil Wells Field Miles of 
Served Batteries Pipe Line 
Pembina Mp cetis st. oie tenes 7 hole Ss Fe ae 3,214 317 736 
Wiallesden’ Greeny este ee ee ee 403 29 94 
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OIL AND GAS OPERATIONS 


Drilling 


During 1970 your Company particip ted in drilling 
33 dayelgpment wells and 17 exploxatory wells. Of 
the total 50 wells, 3 were drilled at no cost to the 


Company. 


The 1970 drilling program resulted in 2Foil pro-, 


ducers (2.6 net wells) and 7 ga oducers (4.0 ae 
aS 


wells). 


The successful oil well completions included 9 in the 
Butte area of Southwestern Saskatchewan, 1 in the 
Boundary Lake area of Northwestern Alberta and 16 
wells were the result of infill drilling in various pro- 


ducing units in which your Company has an interest. 


Four gas wells were completed on Pembina-interest 
acreage in the Medicine Hat area of Alberta. Explora- 
tory drilling on Pembina-interest acreage resulted in 2 
capped gas wells in the Brazeau area of the Alberta 
Foothills and 1 capped gas well in the Stoddart area 
of Northeastern British Columbia. 
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SUMMARY OF WELLS DRILLED IN 1970 
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PRODUCTION 


Crude oil production forthe year ended November 

501970 averagéd 2,587/arrels per day as compared 
to 2,262 barrels per day for the year ended November 
30, 1969. 
_ Natural gas production for the year ended November 
: 30, 1970 averaged 14,787 MMCE per day as compared 
to 14.536 MMCF per day for the year ended Novem- 
ber 30, 1969. 

The increased crude oil production is mainly attrib- 
utable to the increased allowables in Alberta with the 
remaining portion being due to infill drilling in the 
Elmore Unit in Saskatchewan and a full year’s pro- 
duction from wells completed in the South Inga field 
in British Columbia in 1969. 


Stated on an oil equivalent basis, the daily average 
production was 3,326 bartels per day in 1970 com- 
pared to 2,990 barvels per day in 1969. With the 
addition of gas reserves in the Ghost Pine Unit in 
Central East Alberta, acquired late in 1970, the daily 
) average production of oil and equivalent gas for the 
month of November, 1970, was 3,825 barrels per day. 


PRODUCTION 


Oil and gas equivalent 
Thousands of barrels/day 
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SUMMARY OF PRODUCTION 
For the Year Ended November 30, 1970 


1970 1969 

Oil Bbls. Bbls. 
A lbertannees ee See oe 609,833 538,995 
Daskatche wanes. se ems 233,376 204,641 
British) Columbia 100,976 82,018 
944,185 825,654 

Gas Mcf. Mcf. 
Albertam occ see itt cons 5,004,206 4,879,459 
British: Golumbiay 393,081 426,221 

5,397,287 


5,305,680 


Land and Exploration 


Most additional acreage was acquired in British 
Columbia and Alberta while lesser amounts were pur- 
chased at Butte, Saskatchewan, as the potential pro- 
ductive trend was extended over an additional 7,167 
acres. 


Drilling activity remained high in the Foothills of 
Alberta and your Company acquired 21,280 acres in 


ACREAGE 
Millions of acres 
4 
ES GROSS ACRES 
G9 NET ACRES 
3 


Z 
I | |: 
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this trend and in addition is presently participating in 
a deep test at Moberly, northwest of Hinton, Alberta. 
Development drilling is continuing in the Brazeau gas 
field where 3,840 gross acres were added in the year. 


Seismic work is in progress at Pocketknife, Cameron 
River and Lone Prairie in British Columbia where 
large Permit Blocks are held in partnership with other 


companies. 


Seismic and drilling activity is at an all time high 
in the Yukon, Northwest Territories and Arctic Islands. 
As a follow-up to geological field work, a seismic 
program is in progress in the Yukon on the 806,000 
acre Bell River Block, where Pembina has a one 
third interest. 


Drilling activity in the Mackenzie Delta is on the 
increase and the location of current drilling wells and 
the 90,864 acres held 100% by Pembina, are shown 
on the Yukon and Northwest Territories map. 


ands your Company has a 100% 
res farmed to Panarctic Oils Ltd. 


The next phase of exploration is to be carried out in 
close proximity to our holdings on Ellesmere Island 
where Panarctic Oils have announced a location 
immediately offsetting Pembina’s 118,000 acres on 
the Fosheim Peninsula. 


During the year, 401,611 gross acres (152,372 net) 
were added, making a year end total of 3,138,230 
gross (1,570,981 net). 


YUKON-MACKENZIE RIVER 
DELTA AREA 
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ARCTIC ISLANDS 


ae PEMBINA PIPE LINE LTD. ACREAGE 
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OIL AND GAS DEPARTMENT 
SUMMARY OF ACREAGE 


1970 1969 
Gross Net Gross Net 

Alberta ae 745,647 288,327 562,576 218,414 
Saskatchewan 101,705 BOAO ll IOS 40,406 
British 

Columbia = 730:275) 247.707 504,141. 157,657 
Mackenzie 

Deliage es 90,864 90,864 90,864 90,864 
kon es 806,040 250,378 806,040 250,378 


Arctic Islands 660,890 660,890 660,890 660,890 
3,138,230 1,570,981 2,736,709 1,418,609 


INDUSTRY OUTLOOK 


The critical state of continental energy supply has 
had a significant impact on the Canadian petroleum 
industry during 1970. In the past the Canadian in- 
dustry has been producing at a level well below its 
productive capacity. Restrictions on imports to the 
U.S. Districts I-IV and the Canadian industry’s in- 
ability to participate in the Montreal market imposed 
continuous restraint on the crude oil industry through 
the 1960’s. In early 1970 however, the outlook for 
the Canadian industry began to improve as demands 
for Canadian supplies were increased by refineries in 
U.S. Districts I-IV. Although the imposition of import 
restriction reduced production during the middle of 
1970, production reached record levels by December. 


The promise of higher rates of crude oil production 
plus the 25 cents per barrel price increase announced 
in December, 1970 should create record industry 
revenues and provide impetus for increased exploration. 
Canadian natural gas production increased by 15% 
in 1970 mainly as a result of increased exports, and 
early applications for additional export volumes are 
anticipated. The future of the industry appears bright 
in the light of significant increases in revenue, which 
are regarded by the industry as an infusion of funds 
essential to support exploration in frontier areas. The 
high costs of exploration in areas such as the Mackenzie 
Delta and the Arctic Islands require increased revenues 
from existing production, as well as tax policies which 
will attract risk capital. 


Environmental conservation has received consider- 
able attention and discussion during 1970 and your 
Company has been directly involved, with active repre- 
sentation on industry committees working on environ- 
mental problems. A better understanding of environ- 
mental problems will result from co-operation between 
industry and governmental agencies working in this 
field. The industry has been working for many years 
on improving its knowledge of the ecology and on the 
improvement of operating facilities and techniques 
with the objective of minimizing environmental dam- 
age. The majority of damage caused to the ecology has 
been of short duration, and emphasis must be placed 
on developing means for preventing occurrences that 
could cause long term effects or permanent damage to 
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the ecology. It is to this end that most effort is being 
directed. In Northern Canada and the high Arctic the 
Federal Government in co-operation with industry has 
instituted plans to study and control development. 
Many problems in the North remain both unrecognized 
and unanswered, but through the co-operative efforts 
of industry and government, methods and techniques 
will be developed that will permit development in 
the North to continue with minimum damage to the 
environment. 


On behalf of the Board 


Co orl lL 


President 


Calgary, Alberta 
February 18, 1971 


PEMBINA PIPE LINE LTD. 


and Subsidiary Companies 


CONSOLIDATED STATEMENT OF SOURCE 
AND APPLICATION OF FUNDS 


YEAR ENDED NOVEMBER 30, 1970 


(with comparative figures for 1969) 


SOURCE, OF FUNDS: 


Funds derived from current operations before charges 
for depreciation, depletion, amortization, abandon- 
ments and provision for deferred income taxes 


Production loan less amount shown 
as current liability 


Other items 


APPLICATION OF FUNDS: 


Net additions to carrier property, land, leases, 
wells and other equipment MP ee 


Addition to operating oil supply 
Sinking fund payments 
Production loan payments 
Dividends on preferred shares 


Other items 


Increase (Decrease) in working capital 


Working capital deficit 


1970 1969 
$ 7,317,764  $ 6,347,724 
800,000 as 
22,894 ee 
$ 8,140,658  $ 6,347,724 
$ 7,332,627 Uisesiosscoe 
91,579 = 
1,002,500 1,211,000 
1,168,800 1,168,800 
44,490 48,634 
S 644 
$ 9,639,996  $ 5,462,770 
$(1,499,338)  $ 884,954 


$ 3,476,111 


See accompanying notes to financial statements 
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PEMBINA PIPE LINE LTD. 


and Subsidiary Companies 


CONSOLIDATED BALANCE SHEET AS AT NOVEMBER 30, 1970 


(with comparative figures for 1969) 


ASSETS 
FIXED ASSETS, at cost: 


Investment in carrier property, land, leases, 
wells and other equipment 


Less accumulated depreciation, fecicnont 
and amortization . 2 


Operating oil supply 


INVESTMENTS, at cost: 
Bonds and shares of other companies . 


CURRENT ASSETS: 
Cash : 
Accounts receivable: 
Trade accounts 
Other : 
Funds held by aie : 
Materials and supplies, at cost 
Deposits and prepaid expenses . 


DEFERRED CHARGES: 


Unamortized discount on funded debt . 
Organization expenses . 


GOODWILL AND OTHER INTANGIBLES, 
less amounts written off 


Approved on behalf of the Board: 


S | 
Ve Director 
\-Osctr— Director 


ea 


1970 


$66,053,191 


22,344,673 


43,708,518 
DAPI S A 


44 285,669 
243,619 


33,564 


1,161,836 
51,464 
2,206 
28,047 
110,447 


1,387,564 


12072 
01 


19,433 


A1e37t 
$46,349,656 


1969 


$58,863,307 


19,396,286 


39,467,021 
485,572 


39,952,593 
243,619 


44,699 


940,747 
56,850 
2,206 
25,735 
93,131 


1,163,368 


20,088 
31,468 


51,556 


463,017 
$41,874,153 


LIABILITIES 


LONG-TERM DEBT: 


Funded debt less current maturities (Note 1) 
Production loans less current portion (Note 2) 


CURRENT LIABILITIES: 
Demand bank loans ree Fe 
Accounts payable and accrued charges 
Interest accrued on funded debt 


Sinking fund payments due within one year, less bonds, 
debentures and preferred shares held by the company . 


Production loan payments due within one year . 


DEFERRED TAXES ON INCOME (Note 4) 


SHAREHOLDERS’ EQUITY 
Capital Stock: 


5% Cumulative redeemable first preferred shares of a 
par value of $50 each (Note 3) . 


Common Shares: 
Authorized: 4,000,000 shares of a par 
value of $1.25 each 
Issued: 1,665,032 shares 


Capital redemption reserve fund 
Paid-in surplus 
Retained earnings 


1970 


$ 1,903,500 
3,636,873 


5,540,373 


1,565,000 
1,197,858 
8,967 


723,050 
1,368,800 
4,863,675 
9,394,603 


725,000 


2,081,290 


2,806,290 
1,150,000 
510,710 
22,084,005 


26,551,005 
$46,349,656 


See accompanying notes to financial statements 


1969 


$ 2,781,000 
4,005,673 


6,786,673 


785,000 
884,591 
10,700 


291,050 
1,168,800 
3,140,141 
8,057,603 


850,000 


2,081,290 


2,931,290 
1,025,000 
510,710 
19,422,736 
23,889,736 


$41,874,153 
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PEMBINA PIPE LINE LTD. 


and Subsidiary Companies 


CONSOLIDATED STATEMENT OF EARNINGS 
YEAR ENDED NOVEMBER 30, 1970 


(with comparative figures for 1969) 


Income: 
Revenue from operations . 


Income from investments . 


Expenses: 


Operating, including exploration, non-productive 
drilling and abandonments . 


Interest and discount on long-term debt . 
Other interest, nets 
Amortization of goodwill . 


Depreciation and depletion 


Net earnings before the following . 


Provision for future years’ income taxes (Note 4) . 


Net earnings . 


1970 


$11,930;333 
61,439 


OS Tie 


4,169,348 
547,475 
60,091 
49,646 
2,997,453 
7,824,013 
4,167,759 
1,337,000 


See accompanying notes to financial statements 


1969 


$10,146,061 
74,949 


10227 1-010 


3,214,731 
671,451 
67,385 
42,382 
2,567,799 
6,563,748 
3,657,262 
1,139,000 

$ 2,518,262 


PEMBINA PIPE LINE LTD. 


and Subsidiary Companies 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
YEAR ENDED NOVEMBER 30, 1970 


(with comparative figures for 1969) 


1970 
Peat cUCem Oe INNIS yOis y CAL ariel fo) -sueA G6 on! cbt Obes, age $19,422,736 
Pvaicaenemearmings Tor the: year*=. =. 2. 3 fe hae ae ws gy Pipeorie) Oey) 
22,253,495 
Deduct: 
Dividends paid on 5% cumulative 
TeceriaieetinstPrererreauSNares, sn) Ps) ste 44,490 
Transfer to capital redemption reserve 
PngereatcOcmpiuon OL prererred Shares» 29 (ie 125,000 
169,490 
acme eO LV CAT omy hire, ema eli” pane ru hy leh $22,084,005 


See accompanying notes to financial statements 


1969 


$17,078,108 


23518,262 


197996,370 


48,634 


125,000 


173,634 


$19,422,736 
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PEMBINA PIPE LINE LTD. 


and Subsidiary Companies 


NOTES TO FINANCIAL STATEMENTS 
NOVEMBER 30, 1970 


if 


tN 


Funded Debt, subject to sinking fund requirements: 


1970 
First Mortgage Bonds: 
AoA Som Seniesa Aa Cue Decem De lat cm 19.74 let mms an an ne $ 193,500 
“AVY ANS wise, isk ralitee@lagoie ie R/S) 5 95-5 5 A of @ 6 oO. 6 6 564,000 
6 Gon Series" Gy «due: Decembersloa 197455 ae eee 662,500 
Debentures: 
5 Io. SeriesweA:1 dues Decembermires! 9/72 tee smear 491,000 
SYoeseries. BeeduesOcto bere d sO 4 ae eee ee ee ee 581,000 
6%uSeriess “CY “duei December sisal 97 5,ae0 seen eee ee er 50,500 
2,542,500 
Deduct: 
Securities required for current sinking fund payments 
(currents lia brlity.\peer «ume mere erm Anat tects eek cnr eae yr eee 625,000 
Securities acquired for current sinking fund payments. . .... . 14,000 
Securities acquired to meet other than current sinking 
fand> payments ec Se Seen a eet pe ie eee te ee _ 
$1,903,500 


1969 


$ 409,000 
752,000 
838,000 


500,000 
665,000 
67,500 


3,231,500 


217,500 
58,000 


175,000 
$2,781,000 


Bonds and debentures amounting to $414,000 were delivered in advance of the sinking fund require- 


ments in 1970. (1969 — $768,500). 


The trust deeds securing the first mortgage bonds and debentures place certain restrictions upon the 
payment of dividends on the common shares of the company and upon the redemption or repayment of 


any capital stock. 


Production Loans 


Production loans consist of demand bank loans in the amount of $5,005,673 which loans will be 
repaid at a rate sufficient to retire $1,368,800 by November 30, 1971. These loans are secured by certain 
of the company’s interests in petroleum and natural gas properties and an assignment of the interest in the 


gas purchase contracts applicable to the pledged natural gas interests. 


3. Preferred Shares 


1970 1969 
5% cumulative redeemable first preferred shares of a 
par value of $50 each: 
Authorized: 60,000 shares 
Issued: A0OOORSH ATES tarts ert owt ne Pre ies eke. oe $2,000,000 $2,000,000 
LESS inact: 170) <= DN) Snes 5 = 5 5 5 =» pb an a 4 1,150,000 
9 69 Ra.) OOMSHA TCS mane a eee ean ea ee = 1,025,000 
850,000 975,000 
Less sinking fund payment due within one year. . ...... =~. 125,000 125,000 


$ 725,000 $ 850,000 


The company may at its option redeem the whole or any part of the 5% cumulative redeemable first 
preferred shares on not less than 30 days’ notice at par value plus a premium of 1.25% to December 1, 1970 
and .5% premium to December 1, 1972, after which no premium is payable upon redemption. 


4. Income Taxes 


In accordance with the Income Tax Act the company is permitted, for tax purposes, to claim de- 
preciation in amounts other than those provided in its accounts and also to deduct the cost of petroleum 
and natural gas interests. Accordingly, tax deferrals have been effected during the year and have been 
treated in the accounts as a charge against earnings and a credit to deferred taxes on income. 


5. Basis of Consolidation 


Included in the consolidated statements are the accounts of all subsidiary companies, each of which 
is wholly-owned. 


6. Remuneration of Directors and Officers 


The remuneration paid to directors and senior officers of the companies for the year ended November 
30, 1970 was $154,067. 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Pembina Pipe Line Ltd. and its subsidiaries as of 
November 30, 1970 and the consolidated statements of earnings, retained earnings and source and application 
of funds for the year then ended. Our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the companies 
at November 30, 1970 and the results of their operations and the source and application of their funds for the 
year then ended, in accordance with generally accepted accounting principles applied on a basis consistent with 
that of the preceding year. 


rot, Maswich Jt Ml), te 
Calgary, Alberta 


January 21, 1971 Chartered Accountants 
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TEN YEAR REVIEW 


FINANCIAL (In thousands of dollars) 


Gross revenue . 


Net flow of funds 
from operations 


per common 
share 


Net earnings * . 


per common 
share 


Capital expenditures . 


Investment in fixed 
assets at year end — 
at cost . ; 


Long term debt less 
current maturities 
at year end 


OPERATIONS 


Pipe Line: 


Average deliveries — 
barrels per day . 


Miles of line built 
in year 


Miles of line system 
at year end . 


Oil and Gas: 


Production — 
Crude oil and natural 
gas liquids — 

net barrels 


Natural gas sales — 
billion cubic feet 


Oil and equivalent 
gas — 

barrels per day . 
Wells drilled — gross . 


Wells net at year end: 
Oil . 


Gas 


Acreage at year end: 
Gross . : 


Net 


$ 


3, 
ile 


1970 1969 1968 
11,930 10,146 7 8,950 
7,341 6,348 5,837 
4.38 3.78 3.47 
C2831 mee Sie elias 
C167 (1484 1.01 
7,424 3,034 9,867 
66,630 59,349 56,475 
5,540 6,787 9,041 
153,560 130,590 120,970 
50 54 6 
1,035 985 931 
944,185 825,700 591,900 
5.40 5.31 4,98 
3,330 3,000 2,300 
50 53 34 

62 59 55 

58 53 51 
138,230 2,736,709 1,868,979 
570,981 1,418,608 1,117,371 


SEI 2%0) 


300,000 


49 


1,470,659 
1,073,432 


82 
3,540 


45,121 


8,776 


114,430 


2, 


921 
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* In 1968 a change was made in the method of accounting for deferred income tax credits, 
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